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July 14, 2008 

TO: Each Supervisor 

FROM: John F. Schunhoff, Ph.D. 
lnterim Director 

SUBJECT: BI-ANNUAL REPORT OF DELEGATED AUTHORITY TO 
ENTER INTO HOSPITAL SERVICES AGREEMENTS 
WITH HEALTH PLANS 

This is to provide the subject bi-annual report pursuant to your Board 
approval on October 16, 2007, which approved authority to the Director of 
Health Services to negotiate and execute hospital services agreements with 
health plans that provide commercial insurance coverage to employer groups 
and individuals, Worker's Compensation plans, and Medicare and Medi-Cal 
health plans. The terms of such hospital service agreements shall be for one 
year, with automatic annual extensions not to exceed a total of five years. 

The goal of these agreements is to encourage the contracted health plans to 
direct their members to obtain contracted specialized services at County 
hospitals. Unique and highly specialized services provided by the 
Department of Health Services' (DHS) facilities, include acute rehabilitation 
services, burn care, and certain complex surgical procedures. Since Board 
approval, there has been one agreement executed with LA Care for services 
provided at Rancho Los Amigos National Rehabilitation Center (RLANRC). 

Through June 5,2008, RLANRC has seen one (1) inpatient encompassing a 
total of 14 inpatient days. The services provided to this patient are projected 
to generate $21,294 in reimbursement to the County (see attached). 

One of the DHS initiatives to address the projected Fiscal Year 2008-09 
budget deficit is to generate additional revenue by contracting with health 
plans. The Office of Managed Care is currently working with the CEO to 
secure dedicated positions at the appropriate levels to attract experienced 
health plan administrators with expertise in managed care contracts and 
negotiations. 

DHS will continue to monitor Managed Care Contract activity on a monthly 
basis and will provide its next report by December 31, 2008. 

If you have any questions or require additional information, please let me 
know. 

Attachments 

c: Chief Executive Officer 
County Counsel 
Executive Officer, Board of Supervisors 



County of Los Angeles - Department of Health Services 

BI-ANNUAL REPORT OF DELEGATED AUTHORITY TO ENTER 

INTO HOSPITAL SERVICES AGREEMENTS WITH HEALTH PLANS 'I' 
As of June 15,2008 

Source: Rancho Los Amigos National Rehabilitation Center (RLANRC) 

Footnotes: 
(1) Board approved delegated contract authority to DHS on October 16,2007. 
(2) Negotiated revenue is expected to be at or above the hospital's variable cost per day. 
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R:\Nstewart\Managed Care Reports\DHS Managed Care Reports Summary June 15 2008-rev 6/23/2008 1:14 PM 

1 $21,294 $ 0  $21,294 

Admissions 

1 

Negotiated 
Revenue "' 

$21,294 

Collected 
Revenue 

$0 

Uncollected 
Revenue 

$21,294 



WILLIAM T FWIOKA 
CYef Executive Offcer 

September "r 8,2037 

The Honorabfe Board at Supewisors 
County of Fos Angeles 
383 Kemeth Hahn HaI ~f Administmiion 
500 Wesi Temple Street 
Los Angefes, CA 9001 2 

Dsar Supervisors, 

fT %S RECOMMENDED THAT YOUR BOARD: 

Authorize the D i ~ c t o r  of Hezith Ser&es, or his designee, to negotiate and 
exec& hospiiaf services agreernmts with health plans that pmvide anmeicial 
insurnnce covErqz lo srrtpt~yer groups and individuals, Worker's Corrtpensatim 
pfans, and Medica-e and Medi-Cal health ptans. ?he t z n  of such hospitaf 
services agrements sfiail be one year, wW auioinaiic ailnual extensions not to 
exceed a total of five yeas in ien,@h. The  scope of services and rates will be ir! 
accordarm M h  pzmrnekrs set forth herein. 

Bozrd approval of %is adon wiil a~%t"loriz& the Dirsctor to enter into negotk-;ions and 
execute hospital services agreeme& w3h health plans. Tine god of these agreements 
is tc. encourqje the confract~d health plans to direct +heir nambers io obtain 
emergancy, non-emergency and speciaiksd care st County hospitals. Unique and 
highly specialized sewices provided by fie Depzhenf  of Ffeatfh Services' 
(Deparhcni) facilities, such  as ac&e rshabRifation serdices, bum care, and certain 
onplex surgical proc&urcs, wouid be available io this hsired ptipuiation. Cimentiy, 
the Iack of a contraci vAth the County deters medicat groups and heakh pplans from 
directing non-emergent pztients in need of specidty a r e  sewices to County hospitats. 
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Once approved by yotlr Board, the Departrilent wili initially fccus its efforts on securing 
contracis between b i l ~ f i o  LOS Amigos National Rehabilitation Center (Rancho) and the 
nine largest heafih plans in Southern California. As a gre&ex perceilbge of the 
population parficipate in manag& heal& cars pIans, a lack of c o f i t i ~ ~ k  with the County 
has enmuraged heaRh plans to redir& enrollees from non-contrxckd %cilities, &en to 
organizstions :hat do not have the specialty care capabilities and expertise of 
organizations such as Ra-icho. Conirads with these large health plans will substantially 
increase the referrals and admissions to Rancho. 

Tnis request is consistent wiW Goa!s 3 and 4: Organ'kation EffecWeness, and Fiscal 
Responsibifity of ihe  Los Angeles County Strztegic Plan. 

- 
i h e  agrements  n%b health plans executed under the Director's delegated authority a re  
intended to bfing increased rsvsntre to the Depariner;?~ hospga! sysiem. Tinese 
monies will come from cmtract-tally negotiated fee for sewice sr capitauan payments 
made by the health plans. Staie law reqliires timely pzyment of complete and accurate 
hospital claims, assuring confinuous cash flow. F u ~ h e r ,  the contrzcted County 
hospifals will be iisted In directories as participzting heam plan rietwork facilities. 

Tl?e additional services to b e  provided by Ranchc can be covered within the existing 
FY2007-08 Adopied Budget. As the  increased revenue miir;ot be reasonably 
o'stermined at &is %me, the Department may request adjushenk to future f i s d  years 
budgets as nefded. 

The Ekparhent will ensurs that al! hospital agreements negotiated and executsd under 
fnis delegaion l d  contsin xntrxieci r&es that srs at or above the  aggregate vzriable 
cost for al! services in each involved County hcspitai. 

Once approved, the Director will sr?bmit biennial reports to your Board, on the contracts 
entered into by the Director using ihis detsgaied authoiiiy, including the ulitiration rates 
a t  each hospi'rat by each conzmcted hegith plan, the number of admissions, bed days 
used, and revenue generstsd under each agreiment. 
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CONTRACTPNG PROCESS 

Unlike the majority of piior and current hospital seivice agreemenis, the Department 
nay  utilizs ihe standard hospital agreement provided by the heaith ptans or Worker's 
Cornpensatlon plans in order to expedite executioit of the agrsements. Such 
contractuaI docume~nis will ccmpiy ~ 6 i h  both skte law and the required provisions set 
forth by the Caijfornia Depai?merrt of Managed Medth Care. Tnese s iandad 
agreements contain mutual indemniiicakm clauses and require the use of binding 
arb-lion to i-esofve disputes. The Direcbr intsnds to include ceriain prekrred County 
contractual language that is in itre Departmerifs ccu~ent hosgiiai provider agreements, 
such as the non-disclosure of coilbcl rates, conflict bf intersst, ieminaiior! for improper 
consideration, and child sipport enforcement The Director wii! include in these 
agreerne~ts,  a mandatory "do not ampsten  provisicn for the Commtlnity Health Plan's 
Commune Provider Pian siitus for Hea1.tPr.j Families. 

County Counsel and the CEC's Office will rwiew and approve all agreements 
negotiated rrnder this delegated au&o.Q prior 20 execufbn. Financial officers at each 
facility and 2-e. Department's Cnief FFinanciai U 3 ~ r  wiII rsview and approve the 
paymeni terns negotiated far each sgreement The Diredor wiil notiiy the Board of its 
use ofthis de lqafed  sutho@ via a Ward memorandum. 

IMPACT ON CURRENT SERMCES (OR PROJECTS) 

The d-ree sf Impact of such agreements with cornmerciai, M e d i c z ~ ,  and Medi-CaI 
health plans will vary among the hospifals. The financial inpact wiil be positive in aii 
cases, bringing new rsvenue that contributes $0 .the financia! performance of t h e  
faci!ities. 

When appmved, this Cepartmerrt reaulres t h ~ s  sigfizd ccplss ofthe Bcard's action. 

wvr WILLIAM T FUJI lu\ 
Chief Execstbe Officer 

c: County Counsel 
Erector and Chief Medics! Mcer, DepaiTixnt of Healfh Services 


